ABSTRACT
INTRODUCTION
Monetary and fiscal policies are of major policies of demand side and having an inevitable role in managing of economic stability policy. Relative effect of monetary and fiscal policies has roots in Keynesians and Monetarists discussions. After failure of the classic and neoclassic theories in distinguishing problems and presenting solutions for rescuing economy from the Great Depression of the 1930s, Keynes was successful in solving economic problems of this period and restoring economic demolitions after the Second World War by presenting some policy recommendations.
Keynes' successes in this period led to general acceptance of his perspectives on the relative importance of fiscal policies. Critical perspectives of Keynesians were the most severe criticism of classics and neoclassic perspective during this period. Then reactions of quantity theorists, especially Milton Freidman in theoretical development of the quantity theory and occurrence of stagflation of 1970s included the factors effective in discussing monetary policies again. Even in recent decades the issue of coordination between monetary and fiscal policies has been more highlighted along with increase in discussions about independence of central bank. There is interaction between monetary and fiscal policies regardless of the dependence or independence of the two policies and this will result in externality and uncertainty in results of applied policies. The smaller impact of fiscal policy on inflation and the smaller impact of monetary policy on government budget the less externality of the applied policy (Wood Ford, 2001 ). Sundararajan et al. (1994) stated that the coordination of the policies depends to a large extent on the special economic condition of every country, financial markets depth, exchange rate regime and other institutional arrangements. Advanced financial markets are the main source for financing budget deficit. In the markets, financing cost inhibits the continuation or increment of government budget deficit. Sundararajan et al. (1997) divided the process of transition from a rudimentary financial system towards a completely developed one in four stages. In the first stage financial markets aren't developed, all government debts are financed by central bank and deficits go with money creation. In the second stage marketable securities are offered but there is no secondary market for these securities, and interest rates are inflexible. In transition stage or the third stage, a secondary market is formed for government debts, interest rates become more flexible, central bank becomes more active and liquidity management becomes more independent and eventually in the 4 th stage, mid-term debt instruments are presented through auction, interest rates are completely flexible and central bank controls liquidity through indirect and market instruments. Two later stages require more effective coordination between government financial management and monetary policy performance of central bank. An effective coordination between monetary and fiscal policies helps policy makers to achieve their predetermined targets and prevents uncertainty, higher interest rates, exchange rate pressures, rapid inflation and non-consistent effects on economic growth rate.
According to Nordhaus (1994) , lack of coordination between the two policies can create a suboptimal mix of policies.
In the debate of fiscal and monetary policy coordination, one should note that not only every policy should be put in a sustainable course in mid-term and long-term by itself but also the mix of policies should be so. If the mid-term or long-term courses of one or both policies are not stabilized, uncertainty and unsteadiness of economy will be increased even if both policy makers are well-coordinated. The policies operate in different lags. Lags for responding economic agent to monetary policy are shorter than those of fiscal policy. However, fiscal policy can be affected to a large extent by political and military considerations. Therefore, a number of economists like Laurens and Piedra (1998) , Kuttner (2002) and Niemann and Hagon (2008) 
REVIEW OF EMPIRICAL STUDIES
There are many empirical studies on the effects of monetary and fiscal policies on economic growth in developed and developing countries. Friedman and Mieselman (1963) , Anderson and Jordan (1968) , Chowdhury (1986) , Batten and Haffer (1983) , Olaloye and Ikhide (1995 ), Senbet (2011 ), Scott (2011 ), Okoro (2013 , Rakic and Radenovic (2013) and Ali et al. (2008). Friedman and Mieselman (1963) , Anderson and Jordan (1968) , Senbet (2011) , Ali et al. (2008) , Scott (2011 ), Okoro (2013 and Rakic and Radenovic (2013) concluded that monetary policy is more effective than fiscal policy while the results of Chowdhury (1986) and Olaloye and Ikhide (1995) showed that fiscal policies more affect economic activity. Batten and Haffer (1983) studied 6 developed countries i.e. Canada, France, Germany, Japan, England and U.S and concluded that in all mentioned countries, variation of money growth has a significant and sustainable influence on nominal income growth. They concluded, however, that the relationship between money and GDP remained stable even in the period of regime switching from fixed exchange rate to floating one.
The performed studies cannot lead us to a unique conclusion about the effects of monetary and fiscal policies on economic growth as the effects depend on period of study and the economic structure of the studied country. It is not wise to apply a political mix which was successful in a country to another country with different economic structure and anticipate satisfied consequences. Tinbergen (1954) and Cooper (1969) stated that if the interactions between monetary and fiscal policy are neglected, the pre-determined targets will not be realized and this will create instability, (6), production indicates the effect of factors effective in demand. Here, production has a positive effect and tariff growth rate and free market exchange rate have negative effects on import of goods and services. In equation (7), capital stock, employment, productivity, and investment expenditures have positive effects on GDPRO in the long run. Exchange rate in equation (8) 
METHODOLOGY

DISCUSSION
Non-oil GDP growth rate have an increasing trend in the first two years, a decreasing trend from 2007 to 2010, an increasing trend in 2011 and then will decline with a slight slope. The evaluation of the trend of influential variables on non-oil GDP reveals that, as the most influential factor on non-oil GDP the growth rate of total factor productivity was high in the first two years of implementing the development plan and then have an almost decreasing trend.
As the second most important influential factor on non-oil GDP rate, simulated employing population has an increasing trend in the first two years, goes down with a slight slope from 2007 to 2008 and then has an almost increasing trend. In summary, it can be concluded that the decreased growth rate of productivity, the decreased number of simulated employing population, The investigation of employing population simulated rate suggest that by adopting monetary and fiscal policies a regular increasing trend can be obtained for the employing population. The growth of GDP rate is the most important factor resulted in increased labor demand rate during the studied period.
The conclusion of above discussion is that control of inflation require more contractive monetary and fiscal policies. However, necessary infrastructures should be provided to minimize government size. Also, the relationship of monetary and fiscal policies with production sector should be weakened in order to minimize the damage of production sector, especially private sector investment, resulting from the outcomes of contractive policies. More concentration should be applied to increased productivity of production factors, decreased economic risk, cost cut and improvement of structures in order to increase production. To this end, optimal resource allocation policy can be a beneficial tool for supporting production sector, private sector investment and labor sector against impacts of contractive monetary and fiscal policies. A brief look at table (1) shows that most of macroeconomic variables are under the influence of production. If production lies on an optimal path, it can help the improvement of other variables. However, short-term compensating policies, especially for monetary policy, should be designed to minimize the deviation of the realized values from the target values in the program in order to put the economy into the predetermined path.
CONCLUSION
This study investigated the effect of qualitative targets of monetary and fiscal policies, should be applied to ensure realization of the targeted values considered in the programs, especially for fiscal policies. In qualitative goal setting for fiscal policy, special attention should be paid to government size in Iranian economy. The larger the government size is in an economy, the greater its expenditures, especially the current expenditures, will be. With respect to the type of public expenditure in Iranian economy and its more durable impact versus monetary policy, government's budget shrinking should be decided more realistically and attempts should be made to minimize budget fluctuations. Also the central bank should make short-term decisions on monetary policy more carefully. Monetary policy fluctuations with a short interval will cause an uncertainity in a society and they will have irreversible impacts on investment spending. 
